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ABSTRACT 

In the accounting arena, tax returns are increasingly being outsourced to India. Tax returns that 
are outsourced to India are usually prepared by entry level accountants. Questions are often 
raised about the quality of education and training of entry level accountants in India. This article 
compares the training requirements and costs to become an entry level Chartered Accountant 
(CA) in India with the training requirements and costs to become an entry level Certified Public 
Accountant (CPA) in the US. This topic is important because of the controversy that surrounds 
the quality of the training received by accountants in India who prepare tax returns for US 
clients. Section 7216 of the Internal Revenue Code requires written taxpayer consent before a tax 
return is outsourced to an overseas tax preparer. The article provides relevant information that 
may be shared with clients. 
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INTRODUCTION 



ax returns that are outsourced to India are usually prepared by entry level accountants. Since the 
credentials required to become a Chartered Accountant in India are significantly different from the 
credentials required to become a Certified Public Accountant in the US, questions are often raised 
about the quality of education and training of entry level accountants in India. To examine the validity of these 
concerns, education and training requirements to become an entry level accountant in India and the US are 
compared. This article limits the discussion to tax experience for entry level Chartered Accountants vs. entry level 
Certified Public Accountants since this is the most relevant experience in preparing individual US tax returns. 


Information technology has leveled the competitive playing fields between industrial and emerging 
markets. Improvement in international telecommunications capacity and reduction in global telecommunications 
costs have increased the popularity of outsourcing. In a recent development, effective January 1, 2009, Section 7216 
of the internal revenue code requires written taxpayer consent before a tax return is outsourced to an offshore 
preparer. 


In the accounting arena, tax returns are increasingly being outsourced to India. In 2003, some 25,000 US 
tax returns were done in India, in 2004, the number was 100,000, and in 2005, it was roughly 400,000 (Friedman, 
2007). See Table 1. 


Table 1: Number of Estimated US Tax Returns prepared in India 


Year 

Number of Returns 

2003 

25,000 

2004 

100,000 

2005 

400,000 

2006 

360,000 

Projection for 2011 

1,600,000 
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Although Shamis (2008) states that “the professional on the other side of the world has a thorough 
understanding of the U.S. tax system and process, is of CPA quality, and is thoroughly familiar with our software,” 
an area of concern when tax returns are outsourced is the training and skill of the overseas personnel. When hiring 
staff (in the US), firms thoroughly check references, educational transcripts, and also perform background checks to 
minimize the risk of hiring someone who lacks integrity. However, CPAs never interview the people in India that 
do the tax preparation work (Brody, 2004). A major benefit of outsourcing is associated with a reduction in cost. 
Direct cost savings occurs in the form of reducing in-house full-time or temporary staff (and the related training 
costs) and indirect cost savings that results from increased productivity of the core US staff (Cook et ah, 2005). To 
address the questions about the training of entry level overseas personnel, this article compares the educational 
requirements and costs to become an entry level Chartered Accountant (CA) in India with the educational 
requirements to become an entry level Certified Public Accountant (CPA) in the US. 

EDUCATIONAL REQUIREMENTS 

The requirements for becoming a CA in India are significantly different from becoming a CPA in the US. 
One reason for this variation is the difference in philosophy of the Institute of Chartered Accountants of India 
(ICAI) and the American Institute of Certified Public Accountants (AICPA). While the CA program outlined by the 
ICAI emphasizes practical training, the AICPA stresses classroom education. See Table 2. 


Table 2: Educational Requirements for becoming a CA versus a CPA 



Requirements for becoming a CA - India 

Requirements for becoming a CPA - US 

High School 

1. Pass Grade 10 

2. (i) Register with the Board of Studies for the 
Common Proficiency Test, and 
simultaneously 

(ii) Complete grade 11, grade 12 and take the 
Senior Secondary examination or an 
equivalent exam 

3. Pass the Common Proficiency Test 

-No pre-requisites 

150-semester hours 

Not required 

In most states, 150 semester hours of coursework 
at an accredited university 

Practical training 

- Three and half years of article / audit Training 

- 100 hours of Information Technology Training 

Internship (Optional) 

Licensing Exam 

Two parts: 

I. Professional Competency Exam 

II. Final Exam 

Four sections: 

-Auditing and Attestation (AUD) 

-Business Environment and Concepts (BEC) 
-Financial Accounting and Reporting (FAR) 
-Regulation (REG) 

Review Courses 

- Required self-study course for Common 
Proficiency Test, Professional Competency Exam 
and Final Exam provided by the Institute of 
Chartered Accountants of India 

- General Management and Communications 
course 

-CPA Review Course (Optional) 

Work Experience 
Necessary to obtain 
certificate to practice 

Not Required 

-At least one year of public accounting 
experience or its equivalent as determined by the 
board 

Ethics Exam 
to obtain certificate 
to practice 

Not Required 

-Pass the Online Ethics Exam 


High School 

After passing the tenth grade, a high school student in India, who plans to pursue a career in accounting, 
registers with the Board of Studies of the Institute of Chartered Accountants of India (ICAI) for the Common 
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Proficiency Test. This test is administered to registered students after they have successfully completed grade 
twelve. 1 


In the US, at the high school level there are no pre-requisites which a student needs to complete in order to 
be eligible to join the accounting profession. The AICPA has budgeted $25 million for a marketing program which 
aims to attract intelligent and hard-working students to the accounting profession. 2 Also, in Wisconsin, the High 
School Speaker Program organized by the Wisconsin Institute of Certified Public Accountants is designed to attract 
these students to become accountants. 

150-semester hours of education 

To qualify as a CA in India, students are not required to attain either a bachelors or master’s degree. There 
is no requirement for completing 150-semester hours of education. However, most students who choose the 
accounting profession take college-level courses over a period of five years. 

Most states require all students taking the CPA exam to complete 150-semester hours of education, which 
includes many accounting courses, to earn either a bachelors or a graduate degree. Specific conditions in obtaining 
the 150-semester hours of education are outlined by the National Association of State Boards of Accountancy. 3 
CPA exam candidates who have completed educational requirements at institutions outside the US need to have 
their credentials evaluated by any member organization of the National Association of Credential Evaluation 
Services (NACES). 4 

Practical Training 

In India, high school students study introductory accounting concepts to prepare for the Common 
Proficiency Test. After passing this test, students register for practical training as article/audit clerk and register for 
100 hours of Information Technology Training. 5 As article/audit clerks, students work with a practicing Chartered 
Accountant for a period of three and a half years. During this period, students are expected to work at least 40 hours 
a week doing tax returns and/or audit assignments. The hours of work are determined by the practicing accountant 
and are based on needs of the client. It is not uncommon for article/audit clerks to work 80-100 hours a week during 
the busy season. Simultaneously, students are studying for the two-part CA exam which is similar to the CPA exam. 

The primary purpose of the article/audit training is to enable students to acquire the skills and expertise 
required by members of the accounting profession in India. The Chartered Accountant is required to assign 
progressively more difficult tax returns to article/audit clerks commensurate with the expanding abilities of the 
trainees. After the article/audit clerk masters a number of ‘core’ assignments, s/he is allocated further assignments 
that broaden the trainee’s experience, expand their technical skills, or enhance their supervisory skills. Using 
computer software, a first-year article clerk in the tax department of a practicing accountant may compile tax data of 
a US client; a second-year article clerk may prepare the tax return; and a third-year article clerk may review the tax 
return. 6 A third-year article clerk is often required to establish client contact. About three months into the 


1 Students in India have a choice of completing Grade 11 and Grade 12 either in the high school or in a college. 

2 http://www.wicpa.org/Student Teacher/speakers.htm 

3 http://www.nasba.org/nasbaweb/NASB AWeb.nsf/wpecer?openform&stateabbrev=WI 

4 In addition to having their credentials evaluated, the candidate needs to earn credit for one course of income tax and one course 
of business law from a four- year US institution with regional accreditation. Accountants in India who prepare tax returns for US 
residents are not required to have their credentials evaluated nor earn credit for one course of income tax and one course of 
business law from a four-year US institution with regional accreditation. 

5 http://www.icai.org/resource file/15238trai guide.pdf 

6 As an example, for simple returns that are outsourced to India, a year 1 article clerk (a recent high school graduate) may 
compile tax data to prepare the return, a year 2 article clerk may prepare the return, and a year 3 article clerk may review the 
return before the return is transmitted to the CPA firm in the US. The same return in the US is likely to be prepared by an entry 
level accountant. If the cost to the firm of preparing a simple return in the US is $150, the cost savings for the CPA firm are 
phenomenal: during the training period, an article clerk is paid a monthly stipend of about $12.50 - $25.00 in the first year to 
approximately $25.00 - $37.50 in the third year ($1 = Rupees 40). 
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article/audit training, the high school graduate is required to register for 100 hours of Information Technology 
Training. This is a 20-day program with training for five hours per day. The training is administered by the regional 
offices of the ICAI. 

In the US, since most of the training is classroom education in college, students frequently work as interns. 
Many college juniors and seniors have a paid internship provided by CPA firms, industry, or government. For 
example, during the spring semester these students might register for six hours of internship training followed by 
six-semester hours of college courses. Internships provide a way to allow US accounting students to participate in 
actual audit and tax compliance engagements and meet a variety of professionals, both internally and externally. 7 
In general, student interns are not expected to either assume the responsibility of an entry-level accountant or to 
work in a supervisory capacity. 

Licensing Exams 

In India, the CA exam is administered in two parts - Professional Competency Exam and Final Exam. The 
Professional Competency Exam is administered to students who have completed between 15 and 18 months of 
article/audit training. 8 The subject areas covered by this exam are: Auditing and Assurance, Ethics and 
Communication, Cost Accounting and Financial Management, Information Technology and Strategic Management, 
Law, Advanced Accounting, and Taxation. The Final Exam is administered to students after they complete three 
and half years of article/audit training and pass the Professional Competency Exam. This exam covers the following 
areas: Advanced Auditing and Professional Ethics, Corporate and Allied Laws, Information Systems Control and 
Audit, Financial Reporting, Advanced Management Accounting, Strategic Financial Management, Direct Tax Laws, 
and Indirect Tax Laws. Neither part of the CA exam is computerized. 

The CPA is a four-part computerized exam. The four sections are: Auditing and Attestation (AUD), 
Business Environment and Concepts (BEC), Financial Accounting and Reporting (FAR), and Regulation (REG). 
Students may take the sections individually and in any order. They have 18 months to pass all four parts of the CPA 
exam. The first-time pass rate for both the CA and the CPA exams are relatively low. 

Review Courses 

After passing the first part of the CA exam (Professional Competency Exam), accounting students in India 
are required to complete a General Management and Communications Skills Course. To help students prepare for 
the Common Proficiency Test, the Professional Competency Exam, and the Final Exam, the Board of Studies of the 
ICAI provides study material to the students. Students are also encouraged to attend review courses offered by 
institutions that are accredited by the Board of Studies of the ICAI. 

The 150-semester hours of education are designed to help accounting students in the US prepare for the 
CPA exam. Often, students voluntarily register for private CPA review courses to prepare for the CPA exam. The 
CPA review course is not accredited either by the AICPA or by any college or university. 

Work Experience Necessary to obtain certificate to practice 

After passing both parts of the licensing exam, students in India are not expected to acquire any work 
experience to obtain the certificate to practice as a CA. The article/audit experience is deemed sufficient work 
experience. In several states in the US, to obtain a CPA license, students who have passed all parts of the CPA 
exam need at least one year of public accounting experience or its equivalent. 


7 Student interns receive three semester hours of credit for a summer internship and six semester hours of credit for spring 
internships. 

8 Specifically a student registers for the exam after completing not less than fifteen months of practical training, three months 
prior to the first day of the month in which examination is held, http://www.icai.org 
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In several states in the US, to obtain a CPA license, students who have passed both parts of the CPA exam 
and acquired the necessary work experience are required to pass an ethics exam online. There is no such 
requirement in India. 

COST OF EDUCATION 

Brody et al. (2004) states that outsourcing tax returns is advantageous for US accounting firms because the 
standard of living and the wage base in India are much lower than in the United States; therefore, the labor cost for 
accounting professionals is also much lower. This study contends that one reason for the differential is the 
expenditure incurred for the educational requirements necessary to obtain the professional certification to practice as 
a CA versus the cost of the education requirements necessary to obtain the professional certification to practice as a 
CPA. See Table 3. 


Table 3: Cost of Becoming a CA versus a CPA 



CA - India 

CPA - US 


In Indian Rupees 

(Rs.) 

In US Dollars 
($1 = Rs. 40) 

In US Dollars 

150-semester hours 




Tuition 

100,000.00* 

2,500.00 

$31,000.00 

Room and Boarding 



24,290.00* 

Registration Fee ICAI 




Common Proficiency Test 

3,500.00 

87.50 


Professional Competency Exam 

5,500.00 

137.50 


Final Exam 

8,500.00 

212.50 


100 hours of Information Technology 

Training 

2,000.00 

50.00 


General Management and Communications 
course 

4,000.00 

100.00 


CPA Review Course 



2,000.00 

Exam Fee 




Common Proficiency Test 

400.00 

10.00 


Professional Competency Exam 

1,250.00 

31.25 


Final Exam 

1,750.00 

43.75 


AUD 



226.28 

BEC 



178.58 

FAR 



214.35 

REG 



190.50 

Credential Fee 

1,700.00 

42.50 

59.00 

Ethics Exam Fee 



57.00 

Total 

Rs. 128,600 

$ 3,215.00 

$ 58,215.71 


*Discretionary Expenses 


Students who choose the accounting profession in India often attend five years of college after they 
matriculate from school in the tenth grade. The average cost of admission, tuition, and computer lab fees over the 
five-year period is $2,500. These costs are associated with seeking a bachelor’s degree and may be classified as 
“discretionary costs", not "relevant costs." Students who pursue the accounting career in India generally live at 
home with their parents. These living costs may be classified as "opportunity costs" even though they are not 
"outlay costs." Since opportunity costs vary in accordance with individual choices, a cost for room and boarding has 
been excluded for students who seek to become a CA in India. To become a CA, accounting students in India are 
required to register and pass three major exams - the Common Proficiency Exam, the Professional Competency 
Exam, and the Final Exam. The registration fees charged by ICAI for the Common Proficiency Exam, the 
Professional Competency Exam, and the Final Exam are $87.50, $137.50, and $212.50, respectively. The exam fees 
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charged by ICAI for the Common Proficiency Exam, the Professional Competency Exam, and the Final Exam are 
$10.00, $31.25, and $43.75, respectively. Students undergo Informational Technology Training at a cost of $50 and 
complete the General Communications Course at a cost of $100. The credential fee to obtain the certificate to 
practice as a CA is $42.50. Therefore, the total cost to become a CA is $715. 

To satisfy the 150-semester hour requirement, a student in the US attends an accredited college or 
university for an approximate period of five years. At the University of Wisconsin-Whitewater, the cost of in-state 
tuition for a period of five years is about $31,000. Most students live at Whitewater and the cost of room and board 
over the period of five years is about $24,290. A reasonable number of students registered for the Accounting 
program in Whitewater live at home to save money while pursuing their academic degrees. Others choose to live off 
campus, while most freshmen and sophomores live in the dorms. Thus, costs of room and board may be classified as 
"discretionary costs" associated with living, not "relevant costs" associated with an academic degree. Students who 
take the CPA exam often register for a review course to prepare for the test. The cost of the most popular review 
course is about $2,000 and the cost of taking the four parts of the CPA exam is $809.71. The cost of the online 
ethics exam is $57 and the credential fee is $59. 

COST AS A PERCENTAGE OF PER CAPITA GROSS DOMESTIC PRODUCT 

The gross domestic product (GDP) is a basic measure of an economy's economic performance. It 
represents the market value of all final goods and services made within the borders of a nation in a year. The per- 
capita GDP is equal to the country's GDP divided by the total number of people in the country. See Table 4. 


Table 4: Cost of Becoming a CA vs. CPA as a Percentage of GDP per Capita 



India 

United States 

Cost excluding Discretionary Expenses (Per Table 3) 

$ 715.00 

$ 27,512.71 

Per Capita GDP 

$2,800 

$47,000 

% cost to Per Capita GDP 

25.56% 

58.54% 


Source: http://www.investorwords.com/6827/GDP per capita.html 


To draw a meaningful comparison between the cost of becoming a CA in India and the cost of becoming a 
CPA in the US, Table 4 presents the cost of education in each country, excluding discretionary expenses and 
opportunity costs, as a percentage of the per-capita GDP for the respective countries. In India, the cost of becoming 
a CA is 25.56% of the per-capita GDP, while in the US the cost of becoming a CPA is 58.54% of the per-capita 
GDP. 

CONCLUSION 

CPA firms that outsource returns to India may reduce client concerns about outsourcing individual tax 
returns to India by presenting the educational competency of the offshore tax preparer. In India, entry-level 
accountants are required to acquire at least three years of work experience and pass three levels of exams before they 
become a CA. In contrast, to practice as a CPA in the US, most entry-level accountants are required to complete 
150 credit hours of undergraduate course work, pass four parts of the CPA exam and, in many states, obtain at least 
one year of public accounting experience or its equivalent. While the cost of becoming a CA in India is lower than 
the cost of becoming a CPA in the US, the licensing exams in both countries are comprehensive and rigorous. 

On a cautionary note, clients need to: 1) know that the International Qualifications Appraisal Board 
(IQAB), which represents NASBA and the AICPA in entering into reciprocity agreements with professionals in 
other countries, has not granted reciprocity to Indian CAs because Indian CAs do not meet equivalency standards 
and 2) recognize the inherent risks associated with the electronic transmission of confidential data to an overseas 
location. 
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